Introduction

41
Real investments by governments, business firms and households boost capital formation in any economy and help to 42 increase productivity, employment opportunities and income. A matter of concern however is the level of investment in a 43 country relative to the level of potential or aggregated or financial savings in the domestic financial system. If the level of 44 savings and investment is low, the tendency to undertake external borrowing by both private and public sectors becomes the domestic economy has, been fostered more by the ability of capital to freely flow from one country to another than by developing countries is stable, and less return chasing in the immediate term. This category of long-term investment capital is lacking in Nigeria. This is a problem of most developing countries since very little of investment is made for 57 capital formation .
58
The broad objectives of this paper are to find out the relationship, between financial globalisation and domestic 59 investment and to examine the challenges financial globalisation can pose to domestic investment during this era in
60
Nigeria. It specifically finds out the channels through which financial resources are lost in Nigeria and its impacts on 61 financial saving. Hypothetically, it is averred that financial globalisation has not significantly led to loss of capital, thereby 62 reducing investment. The paper is organised as follows: following after the introduction is the review of literature on 63 domestic investment and financial globalisation. Section three deals with the models and methods, section four 64 discusses the results and section five concludes and makes recommendations. that a large portion of credit to the economy went to the miscellaneous sector. Though this has many components but it 120 has continued to increase with consumer credit. The mean credit to the agriculture sector was only 3% during this period, 121 international trade received 2% the productive sectors of the economy (mining 9% , manufacturing 19% and agriculture, 122 3%) received 31% of total credit.
123
The relationship between physical investment and GOP is considered the most important of the factors antecedent 124 to growth (Levine and Renelt, 1992) . Liquidity preference is one of the main reasons why investors prefer to invest in 125 financial instruments. A positive correlation has been established between investment and economic growth (Chenery 126 and Strout 1966, lyoha 1998). lyoha (1998) was able to use investment-income ratio with data between 1970-1994 to 127 establish that a 10% per cent rise in investment-income ratio will lead to a 3% rise in per capita Gross National Product in 128 the short run and 26% in the long run. Aggregate investment, comprising of both private and public investment, is needed 129 for rapid growth and development of the economy. The investment made in people (otherwise known as human capital) 130 as well as investment in infrastructure are seen to be the best as they produce multiplier effects in the economy in the 131 long run .
132
Low real interest rates are expected to encourage investment in the economy. While Uchendu (1993) agrees that 133 the low level interest encouraged direct private borrowing for investment purposes, this regime of interest rates has been 134 blamed for retardation in the development of the financial system as it encouraged capital flight and poor loan discipline.
135
Bogunjoko (1998) surmises that though financial savings increased this did not translate to investments. The subsequent 136 autonomy of the financial institutions to determine the interest rates given some bounds produced poor results. Reasons 137 for this are not farfetched: banks avoided long term and became risk-averse, preferring short term loans with good 138 liquidity prospects to development oriented projects and real investments. Public sector spending has been said to be a 139 major contributor to investment in Nigeria, though exaggerated and its effect much lower than acclaimed; especially 140 where some degree of external financing has been involved (Akintoye and Olowolaju, 2008 Levine (2001) show that financial liberalisation promotes financial development while Beck et a/ (2000) prove that financial liberalization fosters productivity more than capital accumulation. Bonfiglioli (2007) proves that the stage of development of the country is fundamental to the ability of a country to transmute capital inflows into real and financial development as developing countries spend lot more on investment i.e. higher aggregate expenditure on physical capital and development of infrastructure at lower levels of economic development with direct positive effect on productivity.
Nigeria's experience on the financial globalisation terrain may not have been documented (as this study found out) . However, a sociological perspective of economic globalisation indicates that the experience has not been salutary, as it appears to have been foisted on most developing countries as part of the debt-settling programme. On the balance Olikoshi (1998) and Onyenoru (2003) report the dismal performance of the real sector of developing countries since the onset of globalisation. Globalisation seems to have benefited the multinational firms and the developed countries but not the developing countries. J=urthermore, the inflow of capital needs to be complemented with adequate structures and infrastructure on ground before it can yield the expected and theorised dividends. The de jure index of financial globalisation is more explicit and has been improving gradually, with the process of adjustment programmes Nigeria undertook since the mid 1980s. The index has a maximum of 2.543 for completely open and floating exchange rates. Index for Nigeria moved from -1.12942 in the seventies to -0.45086 as at year 2007 and has dropped further with current practices.
Models and Data Sources
The study adopts a modified version of Heim (2008) The GOPPC of the country in the financial globalisation process shows that the variable does not significantly affect 253 financial globalisation. External assets acquisition by entities in Nigeria as means of asset diversification has yet to reach 254 a significant proportion. The market determined exchange rate is positively related to domestic investment. This is also 255 noticeable in the de facto financial globalisation determinants in both asset and liability acquisition in the country.
256
Therefore, the exchange rate management process is important to the resolution of the problem. The situation can be 257 more worrisome where there is preponderance of financial investment over real investments as represented by the 258 significance of ALSI in Table 2 . Portfolio investment can quickly flow out as it has flown in . Note: OLS est1mates. Standard errors are 1n parentheses. ***, **, * denote s1gmficance at 1, 5 and 10 percent levels respectively
263
The result indicates that CAPUTIL has steadily worsened from a significant level in the pre-globalisation estimates to 264
showing no significance in the post-globalisation period. ALSI shows that it is highly significant for the post-globalisation 265 period rather than the pre-globalisation period showing higher interest to invest in liquid and financial instruments rather 266 than real investment -a loss to capital formation in the economy. The use to which Nigeria has employed the global 267 financial market in the sourcing and usage of funds and the direct linkages with international financial centres is 268 measured by the de facloi:leterminants. For the rate of exchange (avexrate) , financial asset is significant beyond 0.05 269 level indicating the tendency of lower exchange rates at encouraging the acquisition of liabilities by Nigerians abroad at 270 the pre globalisation period.
271
Export as an independent variable was more significant in acquiring financial assets outside Nigeria than import 272 was in acquiring liabilities. The indication here is that Nigerians have significantly used export proceeds to acquire foreign 273 assets and most probably engaged in capital flight, and this at 0.01 level of significance. For both periods of pre and 274 post-globalisation, the feature is the same as the foreign assets are higher than foreign liabilities. The Kaopen measure 275 that has not been significant in some of the countries is significant in the pooled data at 0.10. Going by this analyses 276
Nigeria is can be said to have achieved a level of financial globalisation. One can conclude that the financial globalisation 277 process has increased the interest of Nigerians to acquire assets externally resulting in loss of capital. 278 279 It is evident that the country is yet to be able to align itself with the reality of financial globalisation. This means that opening up more could be dangerous for the country, leading to serious outflow of resources unless investments are made to pull the resources back. If assets have been acquired by Nigerians externally, it shows that the economy had not benefitted from available savings needed for investment in the economy. It also indicates that Nigerians prefer to invest their capital outside the country to the disadvantage of the domestic economy consequently leading to loss of domestic savings in the process . Table 3 shows results that indicate FinDeepn is no longer significant after being so initially.
Findings, Conclusion and Recommendation
1 Findings and significance
The following major findings can be deciphered from the study: 1. Government have funded most of its public expenditure through borrowing from banks, such bank funds could have been lent to the private sector for investment purposes which would have had multiplier effects on economic growth. The implication is that government borrowing crowds out domestic private sector investment. 2. Financial savings that enable banks to have resources for investment is shallow and can hardly support any meaningful real investment in Nigeria. The implication of this is that foreign direct investment inflow can be discouraged since good investment environment is lacking in Nigeria. 3. The preponderance and skewness of the financial system towards short-term investments which is little benefit (if any) and cannot encourage growth in Nigeria. 4. Investments are not being made in the real sector somehow, and those that have been made are in liquid assets.
Recommendations ana Conclusions
It is recommended that Nigerian banks and other firms begin their financial globalisation and integration efforts from the Economic Community of West African States (ECOWAS) sub-region, since it is a dominant economy and the forces of financial centre should normally gravitate towards the country. Financial savings must be invested within the region. Policymakers should encourage real investments in the economy, and crowd in other investments and make the environment more investment friendly for both foreign and domestic investors. This can be done by using fiscal incentives to encourage investment. In addition, policymakers must work on the investment environment to create enabling environment for further investment in the economy and encourage inflow of foreign direct investment by providing infrastructure. In the current era of reduced investment of the government on infrastructure, (the main situate of autonomous investment), it is important that the government through Public Private Partnership (PPP) encourage further investment in the economy. 
320
Banks should be encouraged to provide other investment outlets that yield higher than money market returns with 321 a guarantee fund or insurance by the government to investors of a significant value. These would reduce the rate of 322 resident capital outflows owl of Nigeria. Further deepening of the financial system to be more innovative in creation of 323 products that meet the desires of high profile clients would assist in ensuring that capital is invested domestically rather 324 than taken out of the economy. The monetary authorities would have to make conscious and deliberate efforts to infuse 325 confidence in the banking system in order to sustain domestic investors' interest. Also, the confidence of foreign 326 investors should be assured through good management of the rates of exchange. Market-determined rates would help in 327 adequate evaluation of incoming resources.
328
This paper has studied the impact of financial globalisation on domestic investment in Nigeria. The paper has 329 found out that rather than the country benefiting from financial globalisation as theory suggest, the current level of 330 financial globalisation achieved by Nigeria is not beneficial as financial resources are being lost. In addition , the need for 331 market determined exchange rates to further engender inflows of capital is important, while the exports should be 332 intensified while the repatriation of proceeds should be encouraged . 
